Novenber 16, 1997
MEMORANDUM FOR USAI D/ Ecuador Director, Thomas L. Ceiger
FROM RI G A/ San Sal vador, Wayne J. \Watson

SUBJECT: Audit of USAID Ecuador's Review and Certification
of Unliquidated Qoligations for Project and Non-
proj ect Assistance, Audit Report
No. 1-518-98-001-F

This menorandum is our report on the subject audit. In
finalizing the report, we considered your comments on the
draft audit report and have included themin their entirety as

Appendi x |1,

The report contains two recomrendati ons. Reconmendation No.
1 identifies $568,572 in efficiencies for which a nmanagenent
deci si on has been nade. Action has been taken on $40, 000 of
this anmount through deobligation. Final action for the
remai ni ng $528, 572 wi || be acconpl i shed when USAI DY Ecuador has
conpleted its planned reprogranm ng of these funds. Please
notify the Bureau for Managenent's O fice of Mnagenent
Pl anni ng and | nnovation (M MPI') when the M ssi on has conpl et ed
al | planned actions on this reconmendation. For
Recommendation No. 2, final action has been conpl eted through
the Mssion's revision of procedures related to its review of
unl i qui dat ed obl i gations.

| appreci ate the cooperation and courtesy extended to ny staff
during the audit.

Background

Concerned t hat Federal agencies were recording obligations in
situations where no real obligation existed, and that
information on which to determ ne an agency's future funding
requi rements was not reliable, Congress, with the Cenera
Accounting Ofice and the Ofice of Minagenent and Budget,
devel oped statutory criteria for determining the validity of
an obligation. In order to properly certify the validity and
appropri ateness of obligated bal ances, agencies are required
to verify their own accounts at |east once each year. This
verification is commonly referred to at USAID as the Section
1311 review or certification, named after the section of the
original authorizing public Iaw.



This audit is part of the Ofice of the Inspector Ceneral's
(OGQ worldw de review of USAID s obligations for project and
non- proj ect assistance. The O Gs Dvision of Performance
Audits (IGA/PA) is leading this worldw de effort, with the
assistance of auditors from all OG offices of Regional
| nspectors General .

The worl dwi de audit is limted to obligations for project and
non- proj ect assistance which had unliquidated balances on
Sept enber 30, 1996. |t does not cover obligations funded with
U. S. -owned | ocal currency, obligations for disaster relief, or
obl i gations mai ntai ned by USAID for the Trade and Devel opnent
Agency.

| @ AV PA randomy selected USAID sites for detail ed audit work
and al so determ ned t he nunber of unliquidated obligations to
be random y sel ected and revi ewed at each site. Atotal of 19
sites (USAID)Washington and 18 mi ssions) were selected for
revi ew. USAI Y Ecuador was anobng those m ssions randomy
sel ected for review

Mssion records indicate that, as Septenmber 30, 1996,
USAI DY Ecuador had 229 unl i qui dat ed obl i gati ons for project and
non- proj ect assistance with bal ances totalling $17, 451, 574.

Audit Objective

As part of a worldw de audit, the O fice of Regional |nspector
Cener al / San Sal vador audited sel ected unl i qui dat ed obl i gati ons
at USAI D/ Ecuador as of Septenber 30, 1996 to answer the
foll ow ng objective:

Did USAI D Ecuador review and certify its unliquidated
obligations for project and non-project assistance in
accordance with U S. laws and regulations and USAID
policies and procedures?

Appendix | describes in detail the audit's scope and
nmet hodol ogy.



Audi t FI ndl ngs

Did USAID Ecuador review and certify its unliquidated
obligations for project and non-project assistance in
accordance with U.S. | aws and regul ati ons and agency policies

and procedures?

For the itens tested, USAID Ecuador generally followed U S

laws and regul ations and USAID policies and procedures in

reviewing and certifying its unliquidated obligations for

proj ect and non- proj ect assi stance; however, in order to fully
conply with USAI D procedures, the M ssion needed to inprove
its review process by ensuring (i) proper docunentation of its
reviews and (ii) adherence to USAIDs forward funding

gui dance.

The audit sanple included 15 unliquidated obligations

totalling $720, 069. Revi ew of these obligations and their

underlying conmm tments! showed that USAID Ecuador conducted
quarterly Section 1311 reviews to ensure that unliquidated

obligations and conmtnments were valid and still needed,
maki ng deobl i gati ons or deconmi t ments when deened appropri at e.
Unl i qui dated obligations were also properly certified as of
Sept enber 30, 1996, and valid obligating and conmtnment
docunents were executed for all 15 obligations tested.

However, as discussed below, the audit identified three sanple
obligations and seven non-sanple obligations with excessive

bal ances total ling $125, 181 and $495, 795, respectively.

Sone Cbligations Had
Excessi ve Bal ances

O the 15 unli qui dated obl i gation sanple itens revi ewed during

this audit, three of these obligations as well as seven non-

sanpl e obl i gati ons had bal ances as of Septenber 30, 1996 which

exceeded antici pated needs, as defined by USAID gui dance,

by

$125, 181 and $495, 795, respectively. At the time of our field
work in August 1997, two sanple obligations had excessive
bal ances of $75,857 and four non-sanple obligations had
excessi ve bal ances of $492,715, totalling $568,572 which the

M ssi on shoul d take action to deobligate.

' GAO s Principles of Federal Appropriations Law defines an
obligation as "some action that creates a liability or definite
comm tment on the part of the government to make a di sbursenment at

sone later tine." USAID Financial Managenment Bulletin, Part

No. 14A, defines a commtnent as "funds set aside [for

obligation] to pay for the goods or services being procured.”
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Recommendation No. 1: We recommend that USAI D/ Ecuador
deobligate the $568,572 in excess obligations as
described in Appendix II1l of this report.

Each year, USAID s Bureau for Policy and Program Coordi nation
i ssues guidance for the preparation of mssion and office
budgets. @ui dance applicable to the period under audit stated
t hat budgets shoul d be prepared as foll ows:

New Projects or Activities Obligations should provide
funding for at Teast the first 18 nonths, but not nore
t han 24 nont hs.

Continuing Activities bligations should be sufficient
to fund anticipated expenses for no nore than 12 nonths
beyond t he end of the fiscal year in which the obligation
t akes pl ace.

W revi ewed obligation bal ances as of Septenber 30, 1996, and
applied USAID s guidance as fol |l ows:

New Activities In general, obligation or conmtnent
bal ances were considered reasonable if they did not
exceed anticipated expenses for a period of 24 nonths
followng the date of obligation or conmmtnent, or
t hrough Septenber 30, 1997, whichever was |ater.

Continuing Activities In general, obligation or
comm t ment bal ances were considered reasonable as of
Septenber 30, 1996 if they did not exceed anticipated
expenses for the 12-nonth period ending Septenber 30,
1997, the expiration date of the obligating or comm t ment
docunent, or the project assistance conpletion date,
whi chever was earlier. Bal ances were consi dered
reasonable as of the tine of our audit if they did not
exceed the anticipated expenses through Septenber 30,
1998. W also took into account bal ances of earlier or
pl anned obligations which affected the continuing need
for part or all of the wunliquidated balance being
audi t ed. Any questioned amount was discussed wth
appropriate m ssion staff.




In several instances, the Mssion did not identify funds in
t he Septenber 1996 Section 1311 review which are considered
excessive as of Septenber 30, 1996. These funds were not
identified, in part, because the M ssion needed to inprove
aspects of its Section 1311 and ot her revi ew processes. For
exanple, the Mssion did not review unconmtted bal ances of
unliqui dated obligations, nor did it properly docunent key
aspects of the review process. (A discussion of these issues
follows on page 5 in our Qobservations on Internal Controls.)
In addition, the Mssion did not use USAID s forward fundi ng
guidance as a criteria in its Section 1311 review. As a
result, the Mssion had $568,572 ($75,857 from sanple itens
and $492,715 from non-sanple itens) in unliquidated
obl i gati ons which were consi dered excessive as of the tinme of
our audit, thereby tying up these funds which coul d have been
used for other purposes. The details of these instances are
di scussed bel ow.

As of Septenber 30, 1996, USAI DY Ecuador's Child Survival and
Health Project (No. 518-0071) had a total of $885,000 in
obligated but uncommtted funds from various fiscal years
goi ng back to 1989. As a result of subsequent deconm tnents,
the anmount of funds obligated but not conmtted under the
project grew to $1,008,000 at June 10, 1997. Based on
di scussions with project officials and review of project
docunents, we questioned $636, 000 of the $1, 008,000 for being
in excess of USAID s forward fundi ng gui dance. These funds,
which were for activities admnistered by the Mnistry of
Public Health ($529,000) and CARE ($107,000), were not
included in current work plans and, therefore, it was not
antici pated that these funds woul d be spent prior to Septenber
30, 1997. The $529,000 related to the Mnistry of Public
Heal th i s questioned as shown by individual obligation anount
inlines B through F of Appendix I11. Although the anpbunt of
$107,000 to be admnistered by CARE was excessive as of
Sept ember 30, 1996, it was not excessive at the tine of the
audit since the funds cover budgeted expenditures through
April 1998 and, therefore, are anticipated to be spent prior
to the end of fiscal year 1998.

M ssion officials attributed the |arge bal ance of obligated
but uncommtted funds to slow project inplenmentation by the

host gover nment . They explained that they have had
difficulties obtaining awrk plan fromthe Mnistry of Public
Health for the current fiscal year. In addition, they

attributed a large portion of the excess balance for the
Mnistry of Public Health to a contract with an unli qui dated
bal ance of $346, 000, which had expired on Decenber 31, 1994,
but could not be closed out and the funds recommtted until
Sept ember 1996. One project official also comented that
Congress earmar ks funds for child survival and health and t hat
t he USAI D Bureau responsible for allocating these earnmarked
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funds may give the Mssion nore or |ess than requested in any
given year. For exanple, he stated they received nore this
year than requested but may not receive any fundi ng next year,
making it difficult to turn down funding in one year if future
funding is uncertain. He also pointed out that funding i s now
received later in the fiscal year rather than early in the
fiscal year. For these reasons, the project official
indicated that it would be difficult for the Mssion to
request funding in accordance with USAID s forward funding
gui dance. Wiile noting the Mssion's comments, we
nevert hel ess conclude that USAID s forward funding guidance
provides a sound basis for effective managenent of
unl i qui dated obligations, and therefore we are recomendi ng
that these anobunts be deobligated. Subsequent to the
conpletion of our field work, the M ssion made a nmanagenent
decision to reprogramthese funds for other activities.

Anot her obligation had an unliqui dated bal ance as of Sept enber
30, 1996 which exceeded the forward funding guidance by
$49, 000, funding a personal services contract through June
1998. These funds were not deobligated because the M ssion
di d not consider USAID forward fundi ng gui dance i n performng
its Section 1311 review, and this anpbunt was excessive as of
Sept ember 30, 1996. However, it was not considered excessive
as of the time of the audit because the funds were programed
to be spent prior to Septenber 30, 1998.

The audit also identified $40,000 in excessive funding for a
cooperati ve agreenent whi ch had expired on Sept enber 30, 1995.
At the tine of the Septenber 1996 Section 1311 review, the
M ssion was awaiting Advices of Charge in order to fully
i quidate the obligation. However, we concluded that the
M ssion had sufficient information as of Septenber 1996 to
know t hat nost of the unliquidated funds woul d not be used and
shoul d, therefore, be deobligated. W estimated that $40, 000
woul d have been a reasonabl e deobligation as of Septenber 30,
1996 and this anount is al so shown as questioned in Appendi x
Il since it remained obligated at the tine of our audit.
srbsequent to our audit these funds were deobligated by the
ssi on.



Observations on Internal Controls

Wi | e conducting our fieldwrk at USAI D/ Ecuador, we observed
that certain USAID and M ssion procedures related to the
review and certification of obligations for project and non-
proj ect assistance were not being foll owed.

Recommendation No. 2: W recommend that USAI D/ Ecuador
strengthen 1ts procedures and supervision of the Section
1311 revi ew process to ensure (1) proper docunentation of
the review, (2) inclusion of USAID forward funding
gui dance as a criterion for the review, (3) inclusion of
uncomm tted obligation balances in the scope of the
review and (4) required notifications of expired
contracts, grants, and cooperative agreenents.

USAI D Financial WMnagenment Bulletin, Part 11, No. 14A
provi des detailed guidance on how missions are to conduct
their section 1311 reviews. |In addition, USAID s Bureau for

Pol i cy and Program Coordi nati on has i ssued gui dance on forward
funding of mssion activities. USAlID Ecuador al so devel oped
| ocal procedures to provide guidance to their staff on howthe
reviews are to be conducted. However, in several cases, the
Mssion did not follow agency guidance or their own
procedures. I n our opinion, Inproved Mssion procedures and
supervision of the Section 1311 review process would have
prevented these exceptions from occurring, and it is likely
t hat the $568,572 i n excessive unliqui dated obligations noted
in our audit woul d have been identified and addressed in the
Sept ember 1996 Section 1311 review. Discussed bel ow are the
detail s of these managenent control deficiencies.

USAI D gui dance states that the M ssion accounting reports used
in Section 1311 reviews nust be annotated to show (1) the
date of the review and the nanes of the reviewers, (2) the
deci si on made with regard to t he i ndi vi dual
obligation/commtment accounts, including the sunmarized
rationale for the decision, and (3) related actions that
shoul d be taken to appropriately adjust the affected accounts.
Mssion controllers nust assure a high standard of
docunentation and level of analysis that would |ead any
auditor to conclude that (1) a careful review of each
unl i qui dat ed obl i gati on and conm t ment docunment was conduct ed,
(2) the review was properly docunented, and (3) the findings
and conclusions are supported by the analyses and
docunent ati on. USAI DY Ecuador' s | ocal operating procedures al so
incorporate simlar notation requirements for each
unl i qui dated obl i gation/conmm t ment.



The audit showed that the Mssion's Section 1311 review
wor ki ng papers did not al ways contai n adequat e docunent ati on.
Some itens | acked the reviewer's nanme and date on the review
sheets, and others had insufficient or no notations regarding
t he decision made with regard to the individual obligation or
commi t ment accounts. Deci sion notations were considered
insufficient if they did not neet the requirenents of USAID
gui dance, such as including the decision nade with regard to
t he obligation or commtnment and the summari zed rational e for
t he deci sion. Below is a sunmary of the exceptions noted
regarding the 12 sanple itens? which were included in the
M ssion's Septenber 1996 Section 1311 review

Nane and date of reviewer on
revi ew sheets:

Sanple itenms without reviewer's 10
nane and date

Sanple itens with reviewer's name 2
and date

Tot al 12

Not ati ons regardi ng 1311
revi ewer's deci sion:

Sanple itenms with no decision 8
not ati ons
Sanple itenms with insufficient 4
not ati ons
Tot al 12

USAID s Bureau for Policy and Program Coordi nation issues
gui dance for the preparation of mssion and office budgets.
Thi s gui dance provi des that new projects shoul d not be funded
beyond 24 nonths and continuing activities should be funded
for no nore than 12 nonths beyond the end of the fiscal year
in which the obligation takes place. However, one sanple
obligation had an unliquidated bal ance as of Septenber 30
1996 whi ch exceeded USAID forward fundi ng gui dance by $49, 000
because USAI D/ Ecuador did not consider the guidance in
performng its Section 1311 review.

20 the 15 sanple itens we reviewed, only 12 were included in
t he Septenber 1996 Section 1311 review. Two of the other sanple
itens were for funds that were obligated subsequent to the
conpletion of the review, while the third was not reviewed due to
the Mssion's practice of not subjecting uncommtted funds to
revi ew.



USAI D gui dance and the M ssion's standard operating procedures
requi re anal yses at both the obligation and comm tnent | evel s.
However, the M ssion's Section 1311 review did not include in
its scope a review of uncomm tted bal ances. Therefore, these
procedures shoul d be re-enphasized to M ssion personnel and,
as necessary, supervision should be inproved to ensure
adherence to these procedures.

USAI D gui dance requires mssion controllers to prepare two
separate witten conmuni cati ons regarding expired or soon-to-
expire contracts, obligations and conm tnents. First, the
controller should report any conpleted contract, grant, or
cooperative agreenment to the responsible contracting officer
to obtain a decision on the deconm tment and/or deobligation
of the remaining funds. Second, mssion controllers are to
periodically prepare alisting of all unliquidated obligations
and commitnments with expired or soon-to-be expired conpl etion
or termnation dates. These listings should be provided to
m ssion nmanagenent for review of the wvalidity of the
conpletion or termnation dates. The Mssion's standard
operating procedures also require witten communications to
M ssi on managenent on a quarterly basis but do not require any
comuni cation to the contracting officer. However, according
to controller staff, these procedures were not followed.
Wiile witten comunications are sent to M ssion managenent,
they identify only projects with expired project assistance
conpletion dates and not individual obligations and
commitments that have expired or are soon to expire.
Therefore, this requirement should be re-enphasized to the
M ssion's financial nanagenent personnel .

Managenent Comment s and Qur Fvaluatian

USAI Y Ecuador generally agreed with the conclusions of our
audit report and has begun to take action on the report's
recommendati ons. Wth respect to the $568, 572 recomended f or
deobligation in Recommendation No. 1, the Mssion nade a

managenent decision for the entire amount. It plans to
reprogram $528,572 of these funds for activities to be
implenented by the Mnistry of Public Health. These

activities include $350, 000 under the annual work plan of the
Mnistry, as well as $178,572 to be used for controlling an
epi dem ¢ of snakebites resulting fromincreased rainfall due
to the effect of El Nifio. Final action will be achi eved when
the M ssion shows that these funds have been reprogramed for
the activities described above. For the renaining $40, 000,
the Mssion has already taken action by deobligating those
funds, along with an additional $4,745 related to the
obl i gati on. Upon conpletion of the reprogrammng of the
$528, 572 descri bed above, a determ nation of final action will
be made by the Bureau for Managenment's O fice of Mnagenent
Pl anni ng and | nnovation (M MPI).
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USAI Y Ecuador has also inplemented procedures to address
Reconmendati on No. 2. The M ssion Controller issued guidance
prior to the June 1997 and Septenber 1997 Section 1311
reviews, instructing the reviewers to deobligate and deconmm t
funds which are no longer needed and referencing USAID s
Fi nancial Managenent Bulletin on conducting Section 1311
revi ews. In addition, the Mssion provided recent Section
1311 revi ew sheet s whi ch showed that unconm tted bal ances were
included in the review and that the review sheets contained
t he notations required by the Financial Managenent Bulletin,
The M ssion also provided evidence that notifications have
been sent to the Regional Contracting Oficer and Project
Oficers listing all expired wunliquidated obligations.
Finally, with respect to USAID s forward fundi ng gui dance, the
M ssion stated that it has conplied with the guidance for
continuing activities and will continue to foll owthe gui dance
for continuing activities, as well as for new activities.
Based on the i nformation provided by the Mssion, final action
has been conpl eted for Recommendation No. 2.

The full text of managenent's comments on our report are
attached as Appendix I1I.
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Scope and Met hodol ogy

This audit is part of the Ofice of the Inspector Ceneral's
(OGQ worldw de review of USAID s obligations for project and
non-project assistance. The worldwi de audit is limted to
obligations for project and non-project assistance which had
unl i qui dated bal ances on September 30, 1996. It does not
cover obligations funded wth U S -owned |ocal currency,
obligations for disaster relief, or obligations naintai ned by
USAID for the Trade and Devel opnent Agency.

The  Regional | nspect or Ceneral / San  Sal vador  audited
USAI DY Ecuador's review and certification of unliquidated
obligations for project and non-project assistance, as of
Sept ember 30, 1996. The audit was conducted at USAI DY Ecuador,
fromJune 2, 1997 through June 13, 1997, and was perforned in
accordance wth generally accepted government auditing
st andar ds.

At the request of |G A PA USAI D Ecuador conpiled a list of
its obligations for project and non-project assistance which
had wunliquidated balances on Septenber 30, 1996. The
unl i qui dated bal ances on this list totalled $17,451,574. W
random y sel ected 15 obligations totalling $720,069 fromthe
list for detailed audit testing. Random sanpling will allow
the OG to nake USAID-wi de projections based on field work
performed at a limted nunber of sites. Because the audit
sanple as part of the world-wide audit, a materiality
t hreshol d was not established for our work at USAI D/ Ecuador,
and our testing was not designed to provide reasonable
assurance at the Mssion |evel.

While conducting our fieldwork at USAID Ecuador, we also
performed limted tests of conpliance with USAID and M ssion
procedures related to Section 1311 reviews and pipelines
revi ews of obligations for project and non-project assistance.
Section 1311 review refers to the review of obligations to
determne if the requirements of 31 U S.C, Section 1501(a)
(originally enacted as Section 1311 of the Supplenental
Appropriation Act of 1955), are net for the validity of the
obl i gati ons. A pipeline review is defined as a review of
8b| ikgat ed, but wunliquidated, obligations on the Mssion's
00Kks.

Because the accuracy and conpl eteness of the mission's |ist
was crucial to our ability to nake USAI D-w de projections, we
interviewed appropriate mssion staff about their nethodol ogy
in preparing the list and reconciled the list and its totals
to other mssion reports.
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Each obligation was reviewed to determ ne whether it was valid
in accordance with the provisions of 31 U S C 1501(a) and
deci sions of the U S. General Accounting Ofice. The results
of our field work at USAI D/ Ecuador will be consolidated with
the results of field work conducted at USAI DY Washi ngt on and
ot her m ssions and used to nake USAI D-w de projections.

W also reviewed the unliquidated bal ance of each selected
obligation to determ ne whether, on Septenber 30, 1996, the
bal ance was needed, in full or in part, to cover anticipated
expenses during reasonable future periods. In making these
deci sions, we considered USAID and M ssion guidance for
forward fundi ng, activity-specific budgets and spendi ng pl ans,
actual disbursenents, progress reports, and accruals. \Wen
amounts were questioned, we interviewed relevant activity
managers and contracting or grant officers. W also
considered prior audits and obtained witten representations
fromM ssi on managenment on key assertions related to our audit
objective. The results of field work at USAI DY Ecuador wi || be
consolidated with the results of field work conducted at
USAI Y Washi ngton and other mssions and used to make
USAI D- wi de proj ecti ons.

In addition to capturing informati on and maki ng cal cul ati ons
as of Septenber 30, 1996, for USAI D wi de projections, we
determ ned whether the unliquidated balances of any
obligations reviewed during the audit still had excess
bal ances at the tinme of our field work. If so, we recommended
that the excess funds be deobligated or deconmtted, as
appropri ate.
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Dinted Staies Agency fot Agencia de los Estados Unidos parg
Intetnatonal Development (TSAID) @ el Desarralle nternacicnal (USAID)
Qduito, Ecuadot Ixxz= Oute, Ecuadoe
Ul LL

OFfCONT-97-257
Orcober 10, 1997

Mr, Cra.c HNordby
RIG/N/Sarn Salvadcr
Unzt 31lc

AT AL 340Z22-3110

REF: Zraft Audir Report of
Unliguidared Obligations,
o, 1-518-9T7-00X-F

Dear Mr. Nordby:

We received ard thank you for the aubmissien of gubjesr draft
recorT on the Audit of USAID/Ecuador's Review and Certification of
Onliguidated dbligationa far Project and Non-project Assistancea.
We have raewviewed the report and with regard te the specific
recommendaticns, we have rthe following comments:

Escommendation No. l: We racommend that USATD/Ecuador daobligate

the %5568,572 in excemss balances am described in Appendix III of
thia report.

A oho oJuake 3, 1997, we JSeahligabes the amount of $44,745.83
unser CA-S18-0034-A-11120 listed as A in Arpendix III.
Attached are copies af the Cooperative horeement Amendment o
& that was 1ssued Lo decbligate the funds and the Commitmenc

Liguidazinn Fecord report thac refleces che transaction of the
denbligabion.

B. Cn the amounc of $B2B,572.17 listed ae B thru F in Appendix
III relaced ta project S180071.00, the Miasion requested RIGZ
a reconsideratien for noc deobligak:ng the funds. We have
sent wia FAX the following' dccuments that succorred our
ragaezl:

1: PAX dated September 26, 12%7, which attached a Memorardum
from thwe Ambassador dared September 24, 1337, urging che
Missiorn to exclore the possibality for the ucilizacion of
178,000,

INTERNATIGNAL MAIL ADDAESS: U. 5 AID Misswon I8 Eccader - oo Amencan Embassy - Quite, Ecuaaor
U. & MAIL ADDRESS: USAID, AMEMBASSY QUiTO. UMIT 5330 - APO AA 34033 - 3420
FAX NUMBER (533.2) 564.728 PHCME MUMBER [393-2] 232100
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21 Fax dated Octoher 3, 1997, which artached =2IL NWo. 049
dated September 30, 1997, approving the Annual woerk Plan
for rhe pericd October 1, 1997, thru September 30, 1%98,
for which the commitment of $350,000.00 was recorded.
Alsc attachez to this FAX were other documents thar
justified the purpose and utilizarien of the balance For
3176, 872,17,

The original of the two FAXES menticned above are attached.

C. RIS has aceepred USAID/Ecuador’s proposal, therefore, funds
will not be dectligated as recommended under FIoject
5.480071.30. See E-mail attacherd.

D. For fiscal year 1837, USAID/Ecuador hag followed the guidance
on Lotward funding of Caontinuing Activities for anticipated
expanzas of net mere than 12 months beyond the end of the
fiscal year in which the ghligaticr tock plarce. We will
continue to follow the guidance, as well as for new Projects
or Activit:aes,

Facotmapdaticon No. J; Wa reccomeand that USAID/Ecuador review and
a8 appropriate. strengthen itz procedurss and aupervision of the
ZSection 1311 review process to engpure (1) proper documentation of
the review, (2} inclusion of uncommitted obligation balancea in the
accpa gf the review and {1) reaquired npnotifdicationa of axpired
contracts, grantsa, and coocparative agresmentsa.

A, Regarding thia recommendarion and in anticipation of receipk
of the fdraft audit report, on Jume 27, 19%7. the Coctroller
FENL 4 me3ssge Ccut to the entire Mission requesting that
obligacions and commitments be reviewsed durrryg Ehe accruals
process and to imskruct the Coatroller to de-obligate or de-
commit  for those items copen afier the final date of the
contract .

E. Au 4 reminder apd follow up tc above, on September 25, 1957,
Ehe Acting Controller also seat a messag@e to bhe Missioen
requesting a careful review' ‘especially for projecta or
contracts that reflected an sxpired date. In this mesasage,
reerance ws3 made to PM Bullekbic Wo. 14k which provides
derailed guidance on the 12311 Review. &all Accountants read
FME Hi. 14h and the review wss made accordingly, with preoper
nocationg made on the 1311 Rev-ew workskeess; howewver, Pro-ect
Managers did not read FMBE Yo. 154, Decblogations were made
wWhere appropriace,
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. On September 18, 1337, the Acting Qontraller aent g memorandumn
0 the Regioral Zoncracting Officer and all Project Managerso
with a report containing cbligations and commitments that
reflected expired dates. Actzon was taken before the end of
the fiscal vyear to either extend rhe dstes if requized,
processed vouchers if received, or deuhligate funds where
acplicakle.

o. During the accruals proreps, a review was alsc made on
projects thar reflected unearmarkedfuncommitted funss, with
FIOpEYr Notationg made on che warksheets.

Copies of the following documenta that evidences acs-iens taken
or. Becomrendacicon ¥o. 2 are attached: 1) Inter-office E-mail
Sent to the Mission staff per A. and B. above; 2] Memorandum
Na., OfCCNT-27-286 dated Sepbember 14, 1997, sent tg the
Regional Coniracting Cfficer and all Project Managers with the

report mentioned in ©.; 1) A sample sheet with sotations per
D. akove.

We are confident that we have taken the actions recemmended to

strengbthen the procedures of the Section 1311 Review procesc
done cwice a year.

I want to take this gpportunity to thank vou and your audit staff
for Ehe courtesy and professignalism demonstrated to the Missicn
staff interviewed during the process of their audit.

Sincerely,

S .
Thomas L. Geiger

Miggsicn Dircocox




Excessive Obligations as of Septenber 30,
As Determ ned by Audit
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1996

Obl i gation No. Excessi ve Ampunt Reason Consi der ed
Excessi ve
CONTR- 518- 0071- S- $ 49,176 Excessive Forward
01800 Fundi ng
CA- 518- 0094- A- $ 40,000 Funds No Longer
11120 Needed
PA905180071 $ 36,005 Funds No Longer
Needed
PA895180071 $ 8, 785 Funds No Longer
Needed
PA905180071 $ 34,989 Funds No Longer
Needed
PA915180071 $ 65,510 Funds No Longer
Needed
PA925180071 $ 681 Funds No Longer
Needed
PA925180071 $269, 572 Funds No Longer
Needed
PA935180071 $ 43,059 Funds No Longer
Needed
PA945180071 $ 73,199 Funds No Longer
Needed
Tot al $620, 976




Amount s Recommended f or Deobl

As of the Tinme of the Audit

As Determ ned by Audit
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gation
(June 14,

1997)

Anpunt Reason for 1G
Obl i gation No. Reconmended f or Reconmendat i on
Deobl i gation
CA- 518- 0094- A- $ 40,000 Funds No Longer
11120 Needed
PA905180071 $ 35,857 Excessi ve
Forward Fundi ng
PA895180071 $ 98 Excessi ve
Forward Fundi ng
PA915180071 $125, 758 Excessi ve
Forward Fundi ng
PA925180071 $296, 807 Excessi ve
Forward Fundi ng
PA945180071 $ 70,052 Excessi ve
Forward Fundi ng
TOTAL $568, 572




